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SECRET TAIPEI 2664 

E.O. 11652: GDS 

TAGS: EAIR, EIND, MILI, TW 

SUBJECT: PACIFIC PDM SURVEY 

REF: (A) STATE 090129, (B) TAIPEI 0531 

THE FOLLOWING OBSERVATIONS ARE OFFERED BY THE EMBASSY AS OF 
POSSIBLE INTEREST TO THE DEPARTMENT: 

1 . CANCELLATION OF THE PDM CONTRACT WITH E-SYSTEMS FOR 
DEPOT MAINTENANCE, AIRCRAFT MODIFICATION AND FOR CORROSION 
CONTROL AT THE TAINAN FACILITY PROBABLY WOULD RESULT IN 
THE DEMISE OF THAT FACILITY. THIS IS PRIMARILY BECAUSE E- 
SYSTEMS RELIES HEAVILY ON THE PDM CONTRACT. A CONTRIBUTING 
FACTOR COULD BE THAT, WHILE E-SYSTEMS HAS BEEN ATTEMPTING, 

WITH SOME SUCCESS, TO OBTAIN WORK FROM OTHER GOVERNMENTS, IT 
IS POSSIBLE THAT THOSE GOVERNMENTS WOULD DISCONTINUE USING THE 
FACILITY IF THE U.S. MILITARY PULLED OUT. 

2. E-SYSTEMS EMPLOYS APPROXIMATELY 1500 PERSONS AT 
TAINAN. ALL OF THEM WOULD BE ENTITLED TO SEVERANCE 
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PAY AND RETIREMENT BENEFITS. MANY EMPLOYEES HAVE 
BEEN WITH E-SYSTEMS AND ITS PREDECESSOR, AIR ASIA, 

FOR MANY YEARS. JOE MADISON, ADMINISTRATIVE VICE 
PRESIDENT OF E-SYSTEMS AT TAINAN, TOLD EMBOFF IN 1976 
THAT IF FOR SOME REASON THE FACILITY HAD TO BE CLOSED, 

MANY MILLIONS OF DOLLARS WOULD BE NEEDED TO SETTLE ALL 
OF THE EMPLOYEES' CLAIMS. 
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3. EMPLOYEES PROBABLY COULD FIND OTHER JOBS IN THE 
TAINAN-KAOHSIUNG AREA WITHOUT TOO MUCH DIFFICULTY, 

ASSUMING THE ECONOMY IN THAT AREA KEEPS GROWING. THE 
FACILITY IS PARTICULARLY WELL-ENDOWED WITH SKILLED WORKERS 
(ELECTRONICS TECHNICIANS, SHEET METAL WORKERS, MECHANICS) 

WHO, ACCORDING TO MADISON, ARE AS COMPETENT AS THEIR 
COUNTERPARTS IN THE U.S. 

4. IF THE PDM CONTRACT IS CANCELLED, THE TIMING OF SUCH 
ACTION IS IMPORTANT. IF IT OCCURRED AT THE TIME OF A 
RUPTURE IN DIPLOMATIC RELATIONS BETWEEN THE U.S. AND THE 
ROC OR AT A TIME WHEN THE ROC ECONOMY WAS REELING FROM 
THE SHOCK OF SUCH A RUPTURE, IT IS DOUBTFUL THAT THE 
EMPLOYEES COULD READILY FIND OTHER EMPLOYMENT. 

CANCELLING THE PDM CONTRACT UNDER PRESENTLY PREVAILING CIRCUM- 
STANCES WOULD HAVE LIMITED ECONOMIC IMPACT BUT WOULD BE READ AS 
ANOTHER CLEAR SIGNAL THAT THE U.S. MILITARY WAS ON ITS WAY OUT. 
UNGER 
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